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25X1 A lc goods for shipment to Communist areas were overflowing 

warehouses and other storage space's in Hong Kongo In order to or event further 
congestion of storage spaces* banks refused to accept letters of credit* com- 
pel ting importers to nay cash for goods or to guarantee storage snaces for new 
imports, ^his action caused a slump in commodity prices but the cost of im- 
portation and incidental charges remained h*gh 0 I 

2* Shortage of storage space in Hong Kong has also led to the shipment of goods 

to the border of Kozig Kong for transshipment to Canton via Shenchuan (Shumchun). 

&or&s are left on the British border and transferred to trains arriving from 

Canton. Storage on the border is also congested because nationalist air raids I 

have interrupted tr-in and truck traffic to Shenchuan. • 

3* Hong Kong authorities have been unable to accomodate the increased shinning in f 

the harbor. An enormous smuggling trade accompanies the legitimate transfer of f 

goods* but the Hong Kong revenue office is understaffed and the Chinese Communist j 

administration is too weak to offer any real control. I 


CLASS I Fi CATION fiomnraroTAL 





